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SUMMARY 


I Invest ipators  from  the  Center  for  Economic  Analysis  conducted 

I interviews  with  Air  Force  decision  makers  and  analysts  of  all  ranks 

I 

and  from  all  levels  of  organization.  The  purpoee  of  the  interviews 

i ■ 

i was  to  ascertain  the  basic  research  needs  of  the  Air  Force  in  the 

fields  of  economics  and  manaKement.  Over  one  hundred  separate  research 
reauirements  were  identified  and  are  included  as  Appendix  B. 


The  United  States  Air  Force  is  one  of  the  largest  "businesses"  in  the 
world,  involving  the  expenditures  of  billions  of  dollars  and  employing  hun- 
dreds of  thousands  of  men  and  women.  Yet  traditional  measures  of  management 
effectiveness  and  techniques  used  in  the  private  sector  are  not  necessarily 
applicable  to  the  Air  Force  since  the  ultimate  "product"  of  the  Air  Force, 
national  defense,  has  no  real  price  tag.  The  American  people  credit  the 
military  with  complete  success  only  when  there  is  peace  and  the  military 
remains  unused. 

The  maintenance  of  peace  in  the  world  today  is  an  expensive  undertaking 
and  becoming  more  so.  The  requirement  which  the  Air  Force  must  meet  in 

J 

order  to  achieve  its  mission  has  become  increasingly  complex.  At  the  same  i 

time,  other  social  needs  of  the  American  people  have  received  increased  j 

emphasis  thus  severely  limiting  funds  available  to  the  military.  The  net  I 

result  is  that  the  Air  Force  is  called  upon  to  accomplish  more  and  more 
with  less  and  less.  The  only  way  in  which  this  can  be  done  is  through 
greater  efficiency  in  the  utilization  of  the  Air  Force's  limited  resources. 

This  study  is  aimed  at  determining  ways  to  increase  that  efficiency, 
j This  research  report  covers  the  first  phase  of  a three  phase  effort 

undertaken  by  the  Center  for  Economic  Analysis  (CEA) , Fairfax,  V'irginia. 
j The  goal  of  the  whole  project  is  to  provide  to  the  Air  Force  Office  of 

I Scientific  Research  (AFOSR)  a prioritized  compilation  of  researchable  prob- 

lems in  the  areas  of  economics  and  management.  The  first  phase  identifies 
I problem  areas,  the  second  defines  and  limits  the  problems,  and  the  third 

presents  the  material  for  the  guidance  of  the  American  research  community. 
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Mt‘thodology 

The  working  premise  established  by  CEA  for  phase  I is  that  only  Air 
Force  managers  and  decision  makers  could  actually  identify  meaningful  prob- 
lems. The  findings  of  this  study,  therefore,  are  the  result  of  extensive 
interviews  with  Air  Force  military  and  civilian  personnel.  Over  75  key 
leaders  were  personally  contacted  and  interviewed  in  depth.  A list  of  the 
interviewees  is  given  in  Appendix  A.  xhe  people  who  were  interviewed 
ranged  in  rank  from  Sergeant  through  Major  General  and  were  assigned  from 
the  lowest  level  in  the  field  through  Major  Air  Command  to  Headquarters, 
USAF.  Within  the  Headquarters,  the  staffs  of  every  major  Deputate  and 
Assistant  Chief  of  Staff  were  canvassed.  Special  attention  was  given  to 
the  major  non-combat  commands;  Air  Force  Systems  Command,  Air  Force  Logis- 
tics Command,  and  Air  Training  Command.  In  sum,  the  interviews  conducted 
were  both  wide  ranging  and  exhaustive. 

Very  few  of  the  interviewees  were  trained  in  economics.  Therefore,  it 
was  necessary  for  CEA  investigators  to  provide  considerable  assistance  to 
the  individuals  interviewed  in  order  to  isolate  those  management  problems 
which  remained  unsolved  due  to  lack  of  the  basic  knowledge,  techniques,  or 
methodology  to  solve  the  problem.  Many  problems  of  management  were  iden- 
tified which  could  be  solved  by  using  existing  methods.  These  problems  are 
not  included  in  this  report.  (In  these  instances  the  CEA  investigators 
were  often  able  to  offer  on-the-spot  advice  on  how  to  obtain  the  necessary 
information.)  This  report,  therefore,  is  a compilation  only  of  problem 
areas  that  are  amenable  to  basic  research. 
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Findings 

[ 

1 

I Over  100  individual  problem  areas  were  identified.  A detailed  listing 

is  included  as  Appendix  B.  The  format  chosen  for  presenting  the  problems 
was  to  group  them  into  categories.  These  categories  are  not  necessarily 
arranged  along  Air  Force  organizational  lines.  Very  early  in  the  investi- 
gation it  became  apparent  that  many  methodological  problems  were  shared  by 
managers  in  all  functional  areas.*  Since  the  ultimate  product  of  the  in- 
vestigation would  be  a guide  for  researchers  rather  than  managers,  it  was 
decided  to  organize  the  report  for  the  benefit  of  future  researchers. 

The  gaps  in  knowledge  which  were  most  often  mentioned  were:  in  measur- 

ing output  so  as  to  determine  effectiveness  of  programs,  in  measuring  costs, 
in  determining  the  most  effective  management  techniques  and  motivations,  in 
determining  proper  variables  on  which  to  make  projections,  and  in  selecting 
criteria  by  which  to  judge  programs.  As  can  be  seen,  these  problems  trans- 
cend Air  Force  organization. 

The  CEA  investigators  are  convinced  that  the  research  community  can 
provide  answers  to  a number  of  the  questions  posed.  As  is  usually  the  case, 
the  biggest  problem  is  defining  the  problem.  This  report  can  materially 
assist  in  that  determination. 

Future  Research 

As  was  previously  mentioned,  this  report  covers  only  one  phase  of  a 
three  phase  program.  Without  the  second  two  phases  the  research  is 


*For  instance,  in  almost  every  functional  area,  from  logistics  to  personnel, 
the  problem  of  output  measurement  seemed  to  be  of  paramount  importance.  This 
I is  not  at  all  surprising  since  this  is  one  of  the  major  prc...lems  with  any 

government  activity  which  operates  outside  the  market  system. 

I 
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incomplete.  It  will  be  neces.stiry  to  define  more  sharply  each  problem  to 
be  researched.  Priorities  need  to  be  assigned  to  projects.  The  CEA  pro- 
poses that  the  best  way  to  do  this  is  through  a conference  convened  spe- 
cifically for  that  purpose.  Attendees  at  the  conference  should  be: 

(1)  Air  Force  representatives  from  the  major  functional  areas  covered 
during  the  interviews  and  (2)  a representative  sampling  from  the  research 
community,  both  contract  researchers  and  academ.ics.  At  this  conference 
Air  Force  managers,  (with  the  assistance  of  CEA)  will  present  their  prob- 
lems and  indicate  the  possible  benefits  of  solving  the  problems.  The 
research  community  can  then  assess  the  feasibility  of  performing  the  re- 
search and  limit  the  boundaries  of  each  problem.  Together  the  two  groups 
should  then  determine  the  priorities  for  research. 

In  Phase  III,  CEA  will  prepare  a comprehensive  report  summarizing  the 
results  of  the  conference.  This  report  should  be  adopted  as  the  officially 
endorsed  AFOSR  basic  research  program  in  the  area  of  management  and  econom- 
ics. The  report  should  receive  wide  dissemination  throughout  the  research 
comjnunity  and  serve  as  the  basis  for  future  research  proposals. 

Little  good  can  come  from  a program  which  enumerates  problems  unless 
funding  is  available  for  meeting  the  identified  research  needs.  CEA 
recommends  that  AFOSR  seriously  consider  a reassessment  of  internal  budget 
priorities  i«  order  to  include  substantial  funding  for  economic  research 
within  the  overall  AFOSR  program.  The  CEA  investigators  have  become  con- 
vinced through  this  investigation  that  there  is  an  overriding  need  for  such 
a program.  One  of  the  most  often  heard  comments  from  Air  Force  leaders  was 
to  the  effect,  "Thank  goodness  someone  is  finally  investigating  this  area. 
Where  have  you  been  until  now?"  In  terms  of  ultimate  payoff  for  the  Air 
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Force  and  tlic  American  taxpayer,  we  can  tliink  of  few  investments  which 
promise  such  a high  return. 
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Interviews 
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Inlervi CVS 


Hcj3(^q_u  a r t cj:  s United  Sta  t_e  s Air  Force 

Comptrol ler 

ACM  Col  Olvcr  — Analysis 
Dr.  iMlis  — Economist 
Mr.  Arnold  --  Economic  Analysis 

ACB  B/Gcn  Lynch  — Deputy  Comptroller 
Mr.  Topple  — Director  of  Budget 

ACA  Lt  Col  Mikus  — Accounting  and  Finance 
Mr.  Fong  — Accounting  and  Finance 

ACS/  Studies  and  Analysis 

Col  Burch  ---  Special  Assistant  to  ACS/SA 

Capt  Clavonna  — General  Purpose  Forces,  Cost  Analysis 

ACS/ Ingcl 1 1 gene e 

Mr.  Pafenherg  --  Special  Advisor  to  ACS/I 

Capt  McLaughlin  --  Economic  Advisor  to  ACS/I 

DCS/ Systems  and  Logistics 

LG  Col  Shelton  — Executive  to  DCS 

LGP  M/Gen  Lowe  --  Director,  Procurement 

L/Col  Strayer  — Business  Research  Managcc;ent  Center 
(Wright  Patterson  AFB,  Oil) 

LGY  M/Cen  Nelson  — Director,  Maintenance  & Supply 
B/Gen  O'Loughlin  — Deputy  Director 
Col  Yunk  — Logistics  Engineering 
Lt  Col  Clanton  --  Logistics  Engineering 

LGX  Mr.  Dclvecchio  --  Associate  Director,  Logistics  Plans 
Lt  Col  Frisbee  — Computer  Applications 

LGF  Col  Wittaker  — Foreign  Military  Sales 

DCS/Rescarch  and  Development 

PJjX  Col  Foley  — Planning,  Programming,  & Analysis 

Lt  Col  Colwell  — Planning,  Prograirjning , & Analysis 

RDP  Lt  Col  Wilkenson  --  Science  and  Technology 
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ilv';ui(jn£j^tj2_rs , Knitc-d  .St  c-nc-s  Air  1 ;rcc  (Coiii  inic-d) 
DCS/PersonncI 


DPX  Col  Mi]  anovic.h  — Accer-.5:icns  Policy 
fiol  Arcari  — Entl Ll oiiont s 
l.t  Col  Walters  — Analysis 
l,t  Ccl  Wilson  — Analysis 
Cnpt  Gaffney  — Analysis 

DPP  Col  Hagenbrock  ---  Education 
Col  Hirsh  — Kudget 
Col  Herriirg  Training 
Col  Needham  --  Flying  Training 
Maj  AulLman  --  Technical  Training 
Mr.  Moy  --  Training  Devices 

DPM  (Randolph  AFB,  Texas) 

DPl-Pf  Lt  Col  Silva  — Research  Division  Chief 
Lt  Col  Rider  — Research 
Capt  Talley  — Ret;earch 

Maj  McIntyre  — Personnel  Analysis  Division  Chief 
ht  Deripsey  --  Analyst 

DPlfY  Maj  Walker  — Financial  Management 

DP/E'I  Col  Barrett  — Director,  Personnel  Procurciuent 
Col  Blair  — Deputy  Director 
Col  Pearls  --  Procurement  Division  Chief 
Lt  Col  Knapp  — Procurement 

Lt  Col  Mosel y — Career  Force  Management  Dlvison  Chief 
Capt  Lucas  — Career  Force  ManCigement 
Capt  VKnite  — Career  i;orcc  Manager:cnt 
Capt  Daly  — Career  Force  Managcr.ent 

DCS/Programs  and  Resources 

PRP  l.t  Col  Reynolds  --  Aircraft  Allocations 
Dr.  Simmons  — Aircraft  Allocations 

PRE  Mr.  Meredith  — Engineering  Programs 

PRM  M/Gen  Posner  — Director  of  Manpoijor 

Col  Fields  — Special  Projects  & Research 
Cpt.  Steadman  — Research 

Mr.  Black  — Manpower  Utilization  Policy  , 

Lt  Col  Colder  — Manpower  Utilization  Policy 
Maj  Brown  — Manpower  Utilization  Policy 
Maj  Dews  — Manpower  Utilization  Policy 
Mr.  Greco  — Manpower  Utilization  Policy 
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Air  I'orcc'  Svsti.T;s  Corjnnnd 


Headquarters  (AndiL-ws  AFB , Maryland) 

Dirttorate  of  Laboratories 

B/Cen  Hendricks  --  Diiector  of  Laboratories 
Lt  Col  Ahlborn  — Director  or  Science 

Manpower 

Lt  Col  Cline  Manpower  Analysis 
Comptroller 

Col  Baker  --  Comptroller 
Operations 

Col  Barnes  — Development  Plans 
Air  Force  Human  Resources  Laboj'atory  (Brooks  AFB,  Texas) 
Resources 

Lt  Col  Kordhauscr  — Assistant  to  Coirjtander,  AFHRL 
Sgt  Bortner  — Kesouiccs 

Aeronautical  Systems  Division  (Wright  Patterson  AFB,  Ohio) 
Comptroller 

Col  Zambenini  --  Comptroller 
Lt  Col  Johnson  — Cost  Analyst 
Mr.  Gibson  — Life  Cycle  Costs 

Acquisitions  Mar.agement 

Mr.  Boykin  — Consultant 

F-16  System  Program  Office 

Mr.  Wood  — International  Lconomist 

Air  Force  Logistics  Comr.and  (Wright  Patterson  AFB,  Ohio) 

Acquisitions  Logistics  Division 

B/Gcn  Rutter  — Deputy  Commander 
Col  Pennington  — Analysis 

Plans  and  Programs  Directorate 
M/Gen  Mullins  — Director 

Procurement  Directorate 

B/Gcn  Kelley  — Director 


Operations  Directorate 

B/Gen  Waters  — Director 
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TrainiiU',  Comni-in'!  (iViiidDli'h  Al'Ii,  Tfxaa) 

Training  Systenn  Dove  1 oprii.  ni 
Dr.  Mayers;  — Aiialyr.t 

Cost  and  Economic  Analysis 
Mr.  Niblock  — Analyst 

Force  M/mpower  Engineering  (Randolph  AFfi, 

Col  Kitchens  — .Manpower  Engineering 
Cant  Coleman  — .Manpower  F.nginoer ing 
Mr.  Geary  — Manpower  Engineering 
Sgt  Adkins  — Manpower  Engineering 
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]-l  Moan arts  of  Merit 


III  deciding  (c.g.  , base  closure)  how  do  you  iiieasure  cost  vs.  bcnefir.s 
of  various  choices?  Wiiat  are  tlie  opportunity  costs  in  closing  bases? 

How  do  you  measure  opportunity  cost  in  the  public  sector?  How  can  you 
measure  merit  in  value  of  now  generation  of  computers? 

1-2  Pro re^s_s_i onal  Military  Education 

What  are  the  benefits  of  professional  military  education?  V.liat  are  the 
costs?  Is  PME  cost  effective?  If  so,  how  should  funds  be  divided  among 
company  grade,  field  grade,  and  senior  ranking  officer  training  programs? 
Who  should  go  to  PME?  Is  a resident  school  the  most  efficient  way  to 
provide  education?  What  should  the  goals  be  for  professional  military 
education? 

1-3  Sources  of  Officers  • 

Air  Force  oi '"^icers  now  can  be  commissioned  through  OTS,  ROTC,  and  the 
Air  Force  Academy.  Which  source  is  the  most  cost  effective?  What 
measures  should  be  used  to  determine  the  effectiveness  of  officers? 

If  one  source  proves  considerably  more  effective  than  others,  should 
it  be  used  exclusively?  What  would  be  the  costs  of  such  a program? 

Should  the  Air  F'orce  obtain  different  kinds  of  officers  through  dif- 
ferent kinds  of  programs?  How  should  they  he  allocated? 

I- 4 Recrui ting 

What  are  the  factors  that  motivate  a person  to  enlist  in  the  Air  Force? 
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Is  the  recruiter  cost  effective?  Are  there  al  teriiiil  i ves  v/hich  v.’ould 


be  more  so? 

1-5  Fringe  Benefi ts 

Arc  fringe  benefits  more  cost  effective  than  increases  in  up-front 
income?  Wiat  is  the  most  efficient  method  of  providing  medical  care 
to  Air  Force  members  and  families?  Should  these  services  be  provided 
by  military  personnel  or  civilian  medical  personnel?  How  siiould  the 
[ costs  and  benefits  be  measured?  What  about  wartime  requirements  and 

readiness  implications  of  such  choices?  Should  enlisted  personnel  eat 
and  sleep  in  government  facilities?  What  are  the  costs,  benefits  and 
readiness  implications?  Are  commissaries  and  exchanges  cost  effective? 
What  is  their  drain  on  local  economies?  Is  this  an  "unfair  tax”  on 
competing  civilian  merchants?  What  are  the  retention  implications  of 
fringe  benefits  versus  up-front  pay? 

I- 6 Reti  r eTiu?n_t  Compensation 

How  do  you  compute  the  value  of  retirement  compensation?  What  is  the 
value  to  servicemen  of  retirement?"  What  is  the  retention  value  of 
future  income  streams?  Should  retirement  programs  be  vested  at  20 
years?  Less?  More?  What  are  the  relative  costs  and  benefits? 

I- 7 Personnel  Productivity 

How  do  you  measure  the  product  of  various  types  of  workers  in  the  Air 
Force?  Is  there  a standard  for  measuring  productivities  among  occu- 
pational groups?  How  should  various  classes  of  workers  be  compciisatc-d 
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for  acklitiunal  produc  l i vi  L y.  V.'hnt  art-  tlu  absoluLo  hoiiofits  of  various 
forms  of  trainiiij'  (o.g.,  sinuJation,  hands-on,  computer  managC'd,  com- 
puter assisted)? 

1-8  ^^r <-^_o  f T r^i  i nir.g  (ki  tj^_L 

]n  using  simulation,  the  closer  to  actual  experience,  presumably  the 
better  tiie  training.  liowover  the  more,  realistic  the  training,  the  more 
the  cost.  How  can  you  measure  the  marginal  benefit  of  training  as  each 
step  of  realism  is  added?  Is  there  a method  of  optimizing  the  value 
per  dollar  spent  to  provide  the  most  efficient  allocation  of  funds  to 
training  devices? 

1-9  Military/Civilian  Trad e-of 

What  should  be  the  trade-eff  criteria  for  decision  determination  between 
using  military  and  civilian  personnel?  How  do  you  measure  the  costs  a.id 
benefits  of  using  each?  What  variables  should  be  measured? 

I-IO  l^_^qn^s  Capabilities 

How  can  w'capons  capabilities  be  measured  in  order  to  provide  relative 
comparisons  with  cost? 

I- 11  K 9_ylYtn^G£.s  of  People  T’Togram.s 

Logistics  Command  has  instituted  pilot  job  enrichment  programs.  Since 
LogCom  must  be  ready  for  surge  capabilities  as  part  of  its  charter, 
many  of  the  personnel  are  under-employed  in  a peacetime  environment. 

The  job  enrichment  programs  are  designed  to  keep  morale  high  for  these 
undcr-empl oyod  individuals.  How  do  you  evaluate  the  effectiveness  of 
these  programs?  What  measures  can  you  use  wiien  productivity  rates  arc 
relatively  ir.'^aningless? 

n-T-3 
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1-12  Value  of  tiu>  TiuiustrLal  Bas 
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1-14 


1-16 


Should  additions  to  the  value  of  the  Indu-;  trial  base  be-  included  as  a 
benefit  of  govern-;:  nt  contracts?  If  so,  to  v.'hat  extent?  V.'hat  kind 
of  applications?  How  can  it  be  measured? 

Acquisit i on  Investment  Mix  of  Systems 

How  can  you  measure  the  best  mix  between  built-in  reliability,  auto- 
matic test  equipment,  and  built-in  test  equipment?  Which  method  pro- 
vides the  most  cost  effective  method?  Hev;  do  you  measure  the  costs 
and  the  capabilities? 

Research  Investment  Returns 

How  can  the  return  of  funds  invested  in  research  bo  measured?  How  long 
should  the  time  horizon  be  in  such  measurement?  In  comparing  labora- 
tories, the  AFSC  has  a system  called  "investment  strategy"  in  v.-hich 
costs  arc  compared  v;ith  potential  uses  of  research.  How  do  you  measure 
the  value  of  these  uses,  since  they  are  obviously  different?  Is  there 
a system  to  provide  input  on  potential  pay-off? 

Measurement  of  Sav ings 

Many  programs  are  judged  effective  if  costs  aie  avoided,  yet  there  is 
no  way  to  measure  these  costs.  How  do  you  show  the  value  of  savings? 

Is  it  possible  to  track  through  the  system  to  see  the  total  effects  of 
a program?  How? 

Tren d A nalysis  Cri  r i a Selec t i on 

In  preparing  budget  defense,  trend  analyses  are  used.  How  do  you  deter- 
mine which  independent  variables  are  most  important?  What  criteria 
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slioul.d  bo  usod  for  solocLions  between  program  budget  deeittioa  altiT- 
nat ives? 
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1-17  i o f Improved  Managemen L 


Many  management  actions  result  in  intangibles — there  is  no  specific 
dollar  "savings"  readily  apparent.  How  can  the  value  of  the  benefits 
of  such  improved  management  be  measured?  Wlmt  variables  should  be 


i 


investigated? 


1-18  Construe t i on  Requi remen ts 

With  limited  funds,  planners  of  construction  budgets  must  make  deci- 
sions between  very  unlike  projects.  For  example,  they  might  be  faced 
with  the  decision  of  building  a chapel  at  Wright  Patterson  AFIi  as 
opposed  to  a gymnasium  at  Williams  AFB.  Is  it  possible  to  design  some 
measure  of  the  "output"  of  facilities  provided  for  human  enrichment? 
Are  such  decisions  quantifiable? 


1-19  Game  Theory 

\71iat  applications  are  there  for  gpTme  theory  in  choices  between  alter- 
native  AF  programs? 

1-20  Ms^imtijig 

What  is  the  proper  di.scount  rate  when  there  is  no  real  opportunity 
cost?  Is  it  proper  to  discount  government  purchases  of  long-life 
items — does  the  government  have  an  alternative  which  pays  interest? 
Are  there  different  rates  which  art  applicable? 


1-21  Cost  Effect i w ness  o ^ 

Computers  scorn  to  gen>>rate  excess  products  wb. ich  need  analysis  and 
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peoplf  to  operate  them.  Are  iill  the  co*-.';-;  oT  computers  iiicluird?  V.hai 
.should  be  included?  What  are  the  net  benefits?  lio'/  do  you  measure, 
wiiether  or  not  a computer  is  necessary? 

1-22  Tnyestment  in  Hunan  Capital 

Kow  long  must  individuals  serve  in  order  to  justify  training  in  all 
tlie  various  specialties?  Is  tliere  .some  cocm:on  measure  or  benefit  which 
would  allcw  such  conputation?  Could  common  factors  be  derived?  How 
long  must  a pilot  serve  in  a pilot  capacity  to  justify  training?  How- 
do  you  Include  a readiness  factor  for  pilots  in  non-flying  jobs? 

1-23  Program:.iod  Depot  Maintenance  (PPM)  Con  tract  or_I^;r  f o_i^jajtCji 

How  do  you  measure  PPM  contractor  performance?  Wliat  types  of  incen- 
tives would  be  eficctive.  for  assuring  quality  maintenance  through 
sevvice  contracts? 

1-24  L ffectiveness  of  Logi  sties  Sy.st  erts 

Wliat  .should  be  the  raeasures  of  raerit  of  logistics  systems?  What  should 
be  the  criteria  for  judging  the  performance  of  the  system?  What  weight 
should  be  placed  on  each  criterion? 

1-25  Small  Business  Requirements 

Are  current  requirements  to  use  small  businesses  coat  effective?  What 
are  the  costs?  W'hat  are  the  benefits?  Is  either  raeasurable?  If  so 
how? 

1-26  Federal  Productivity  M.^asurement  Program 

There  is  a current  system  of  manpower  productivity  mea.sureir.ent  -.■.'in' ch 
l.s  irapo.sed  .•'n  the  S'nviccs  by  direction  '‘r.'rr:  0"r,.  Poes  tbi.'-.  r.y.-,t.;-, 
truly  r ■asurc  productivity?  Are  there  better  alr<  rnat  i-ves? 
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1-2  7 Gi'.'kK^  Corv>  T_r  :bi  lily 

'Jhcre  are  continued  re.tjulre.r.if.uts  to  conparc  civilian  and  riiiitary 
grades,  yet  there  is  no  real  way  to  make  coaiparisons.  Is  it  possible 
to  deterr.iine  comparable  outputs  and  capability  requirements?  How 
sl’.ould  they  be  measured?  Wirt  arc  comparable  grades? 


1-28  Va  1 uc  of  til c_ C i vy._^ r v L cti 

The  civil  service  worker  provides  continuity,  stability,  and  corporate 
neinory  to  the  mi  lit. ary.  But  in  deciding  wlicther  to  use  contractors  or 
civil  servituls,  these  benefits  arc  not  explicitly  included.  k'hat  is 
the  value  of  a civil  service?  UTiat  benefits  do  they  provide?  V.'heii 
deciding  between  using  civil  servants  or  coiui  'clors,  hov;  should  these 
factors  be  considered?  Is  it  possible  to  make  the  civil  service  inoic 
conpetitiv,'  with  civilian  contractors  on  a visilile  cost  basis? 


1-29  Wqm«?n_  iti__t  be^  .\j  r Force 

The  Air  Force  is  coimnltLod  to  increased  use  of  women.  Are  there  sig- 
nificant differences  in  the  productivity  of  woti.en  vis-a-vis  men?  Knat 
impact  do  wome.n  have  on  readiness?  Current  manhour  availability  factors 
are  based  on  experience  with  men.  Are  tlicre  differences  between  men 
and  women  in  terns  of  actual  time  available  for  work?  Arc  there  im- 
plications for  the  future  man/wor.cn  force  mix? 


ll-l  Costs  of  Errors  in  Job  Analysis 


What  are  the  total  costs  involved  in  errors  in  task  analysis?  How  do 
you  ncasurc  down-stream  pyramiding  costs?  What  effects  do  such  errors 
have  on  misaliocation  of  pei'sonnel , training  facilities  and  time? 

11-2  Costs  o f One-v e a r Fla irn  ij ig 

How  much  cost  is  involved  in  planning  on  a one-year  basis?  Is  there 
any  way  to  avoid  unnecessary  costs  given  the  current  political  require- 
ments? Could  there  be  a method  to  present  the  issue  to  Congress  whicl. 
would  be  convincing? 

1 1 - 3 L_i  fe  Cycle  Cost  Ing  Methodolo £y 

Is  the  concept  of  life-cycle  costing  really  feasible?  What  parts  are 
pertinent  to  figuring  life-cycle  costs?  What  is  the  tinje  sequence  in 
which  the  various  cost  generators  should  he  brought  into  the  equation? 

How  do  you  predict  vdiat  a new  weapons  system  will  cost?  Are  there; 
certain  predictable  reinges  of  potential  trade-offs  v;hich  could 
Included  in  the  equation  (e.g.,  B-32  conventional  role  which  was  not 
anticipated  when  the  system  v;as  acquired)? 

Life-cycle  Costing  of  Personnel 

i 

How  do  you  compute  life-cycle  cost  of  personnel  including  training, 
compensation,  upkeep  and  retirement? 

I 1-5  Capi tal  Labor  Trade-offs 

Hovj  much  can  the  up-front  capital  costs  be  increased  to  lower  life- 
cycle  downstream  labor  costs?  Can  built-in  reliability  factors  lower 
life-cycle,  costs  appreciably?  How  much? 
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H-6  Desis^i  to  Cost 

Current  design  to  cost  considerations  are  based  on  acquisition  cost. 

Is  it  possible  to  design  to  life-cycle  cost?  How  could  this  be  done? 

UHiat  information  would  be  necessary  in  order  to  r.iake  such  designs? 

1 1- 7 1 Costing 

I 

What  should  be  included  in  costs  in  comparing  various  programs?  In  j 

charging  foreign  governments  for  U.S.  training,  which  costs  should 
be  included?  How  can  marginal  costs  he  computed?  Should  su",':t  costs 
be  considered? 

11-8  Logistics  Back-up  for  _l^r a i n i n De vices 

What  is  the  cost  of  logistics  back-up  for  training  devices?  Wliat 
are  the  relative  merits  of  simulators,  computer  training,  etc.? 

1 1-  9 ^or^t  Savings  1 n Decreased  Training  T i rie 

How  do  you  measure  total  costs  saved  by  decreased  training  time?  What 
arc  the  costs  of  unnecessary  training?  What  is  unnecessary? 

11-10  Offsets  • 

How  should  offset  percentages  be  computed  for  sales  of  U.S.  products 
manufactured  in  foreign  countries?  Do  prices  N'AIO  allies  pay  reflect 
costs  or  is  part  a contribution?  How  much  of  total  weapons  cost  should 
be  born  by  foreign  governments? 

1 1 - 1 1 Long-  run  _Co_^t  ^ of  Traini  n^g  Decisions 

How  do  you  measure  long  term  costs  of  alternative  training  decisions? 

What  are  today's  costs  versus  10  years  from  now? 
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OJT  instructors?  What  are  the  relative  merits  and  costs  of  hands-cn 
vs.  formal  training?  What  are  relative  costs  of  training  from  scratch 
versus  transfer  and  OJT  on  new  weapons  systems? 

1 1 - 1 Terms  of  Enlistment 

Are  there  advantages  to  varying  the  terms  of  enlistment?  Are  there 
additional  costs  in  such  a program?  'Jhat  is  the  most  cost  effective 
term  or  would  it  be  more  cost  effective  to  have  varying  terms  and/or 
indefinite  terms? 

11-15  Allocating  Costs  Among  Weapons  Sys terns 

Many  Air  Force  organif.ations  service  different  weapons  systems.  To 
account  for  funds  spent  on  various  systems  and  programs  it  becomes 
necessary  to  allocate  funds  expended  by  these  agencies.  V.Tiat  is  tiie 
best  way  of  allocating  such  funds  when  it  is  impossible  to  identify 
actions  v7ith  programs  or  systems? 

11-16  Military  Sp c c ifications  < 

Are  military  purchases  over-specified?  How  can  you  tell?  How  much 
does  overspecifying  cost?  Is  it  possible  to  tailor  the  application  \ 
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of  railitory  spoci  f i cat  ions  and  v.-haf  V'juld  be  the  coslf!  iiivoLvod? 

Does  tlic  military  understand  t.-luit  civilian  off-itic-siiC'l  f items  are 
availabJc  or  do  militaj-y  specs  li  i do  such  availability?  '..'hat  incen- 
tives are  there  to  not  over-spec i fy?  Could  sucii  incentives  be  derived? 

11-17  C C'  i.Tsnn  n a^l_i^t_  ,• 

Wiiat  are  t iic  £;>.cess  costs  versus  the  benefits  of  commonality?  Tiii;^ 
could  be  extended  fror:  very  small  itetns  to  wea[)ons  systems  (e.c,.  , F- 1 ’ 1 ) . 

11-18  Statistical  Pi'lcinp. 

Currently,  small  orders  are  priced  statistically  based  on  historical 
inforniation,  rather  than  by  bid.  What  is  the  most  efficient  way  to 
price  small  orders?  Is  statistical  pricing  the  cheapest?  Is  the 
current  system  fair  to  both  the  small  i.ontracLor  and  the-.  Air  Force? 

11-19  l^an-diojir  Cost  Accounting 

Current  man-hour  cost  accounting  is  computer  i zed , exten&i'vo,  and  vur> 
expensive.  It  act.s  as  the  basis  for  setting  standards.  Is  tlie  measurt.  ■ 
ment  .system  necessary?  Could  other  sy.steras  bo  used  w'nicli  would  pro- 
vide the  same  data  at  lower  cost?  What  systems? 

11-20  Eroding  "Lower  Level"  Industrial  Base 

'Ihere  is  a current  apparent  excess  capacity  in  prime  contractors  for 
the  Air  Force  (e.g.  hoeing,  McDonnell-Douglas , etc. but  perhaps  a 
shortage  in  sub-contractors.  Have  past  pricing  practices  indeed 
decreased  this  lower  level  industrial  base?  If  the  base  is  sh.rinkiug, 
how  can  it  be  prevented?  Should  the  Air  Force  give  excos?;  payments  to 
preserve  this  base?  How  tnucli? 
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11-21  Cost  rsLivntinp  Tcchnioues 


Cost  L-stlraatcs  are  inaJe  annually  and  for  the  whole  period  of  a prograia. 
Currently  the  estimates  are  made  in  tiic  same  manner,  but  they  are  not 
the  same.  What  connection  is  there  between  the  two  and  is  there  a 
better  method  of  estimating  both? 

11-2?  Costs  o ^ Key.'  Selle rs 

For  certain  products  bought  by  th.e  Air  Force,  there  are  very  limitid 
numbers  of  contractors  available.  What  is  the  rost  of  this  oligopoly 
situation?  Is  there  any  cure?  If  so  what? 

11-23  Governmen Mandated  _l^rj  ce  Inert- ases 

In  certain  instances,  the  govern:nent,  through  contracting  arrangements, 
is  itself  responsible  for  price  increases.  What  is  the  cause  of  the 
phenumeiiou?  Is  it  necessary?  Can  it  be  avoided?  Should  it  be 
avoided? 

If-  24  Costs  of  Mnn--piocuremcnt  of  weapons  systems 

Once  a program  has  begun,  what  is  the  cost  of  not  proctiring  a weapon 

■ 

system?  I’rc.sumably  the  money  not  spent  on  one  project  could  be  spent 
on  another  (or  not  spent  at  all),  but  this,  does  not  account  for  the 
costs  of  not  producing  v;hich  eventually  the  .Air  Force  must  pay,  c;g.. 
if  the  B-1  is  not  procured,  Rockwell  will  incur  costs  to  hold  on  to 
engineers.  The  Air  Force  will  pay  this  cost  on  future  projects. 

Tl-23  I n- ho use  Versus  Contractor  Choices 

How  do  you  measure  the  costs  and  benefits  of  choosing  between  using 
a contractor  and  using  in-house  resources?  Are  there  costs  involved 
in  switching  back  and  forth? 


III.  AF/CONTR/\CTOR  PJZLATIONSHIPS 


Ill-]  ri'ocuri’nit.ti;.  St  rate  i.it's 


Kluit  is  tho  most  fff U-irnt  stratOf'v  of  procurtincnL  of  wonpons  .tnd 
other  items?  Should  procurement  be  from  sini:le  films  for  d>-  igr., 
r.ian.'igeinenl  , and  production,  or  should  separate  firms  perform  func- 
tions? How  could  relative  merits  of  strategies  he  measured? 

111-2  Contrac  to  ^ J-  i t a ry  He_l_a  t^i  ons  hips 

What  determines  "proper''  military  contractor  rei at ionshi ps?  V.liich 
restrictions  aid  and  wtiich  detract  from  benefitting  governriont  in 
contract  negotiations?  What  standards  should  there  be  for  for.-ign 
military  sales? 

III-3  Coi£tra(^to£  Per fomance  Measurement 

Because  of  inflation,  contractors  cannot  afford  to  enter  into  fixed 
cost  contracts.  Currently,  there  is  a system  to  evaluate  tlic  effi- 
concy  of  contractors  and  thus  to  determine  if  the  prices  cliarged  arc 
justifiable.  Is  such  a program  nc'cdcJ?  If  the  incentive  of  profit 
is  sufficient,  then  costs  of  a prograra  to  evaluate  contr.actors  r:ay 
be  unncccs.sary . On  the  other  hand.*  if  such  a pro>'ram  is  necesrary, 
how  do  you  best  determine  contractor  efficiency?  Current  programs 
measure  cost  and  time  sclicdulc  compliance  but  ignore  technical  acliicvc- 
ment.  How  do  you  measure  technical  eclii ovement ? 

111-4  Bus  1 s F. t h i cs 

The  .^ir  Force  will  continue  to  do  incriasir;  amounts  of  busine‘-'s  with 
foreign  countries  and  firms.  Wluat  effects  do  foreign  ethics  \ b.icii  are 
culturally  different  llian  ours  have  on  our  busitu.ss  ctb.ic.s?  C.'.ii  wi 
predict  tie.  tffect.s  on  tlv.-  U..3.  bu.-‘ i :u  c.o;  ; u-  i t y ? Will  it  luse  any 
ciiangt*  bet'..'i  .-  i the  .'-.ir  Foice  and  H.S.  in'  -rr.al  cent  r ict  or-.? 
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II 1-3  Co;U  rai't  or  M I urcnanco  on  N'.'V  Svstf..s 


Is  iiUoriu  coiiLracLor  ninintonanco  support,  as  opposed  to  Air  Force 
ruaintenancL:,  on  new  systeins  more  cost  effective?  How  long  siiould 
siicli  support  be  contracted  for?  Hov/  can  the  optimum  time  period  be 
de  te  rniined? 

I II- 6 lUiyiiig-in 

Some  contractors  may  practice  the  concept  of  buying-in  (i.c.,  know- 
ingly bidding  less  than  it  will  cost  tlioii  to  provide  the  contract 
services  with  the  hope  of  future  contracts  on  the  basis  of  performance 
on  the  one  on  v;hlch  they  bid).  Is  there  anything  wrong  'with  tin’s? 

Is  it  counterproductive?  How  much  does  it  cost  the  Air  Force  in  the 
long  run?  Are  there  benefits  of  sucii  practices?  ilow  can  escalating 
costs  be  avoided  once  a lock-in  lias  occurred? 

111-7  Contractor  Tnc.enti  ves  to  Ovei-conp]  icate 

Currently  there  is  a "value- engineering"  pi'ogran  wfiicli  gives  contivictors 
a motive  to  slriplify  tiieir  existing  designs.  Is  this  a negative  incen- 
tive to  contractors  to  over-complicate  original  designs  so  tliat  they 
might  later  be  profitably  simplified? 

111-8  Cont  ractor  Incentives  to  Minimize.  Costs 

Most  contractor.s  operate  on  a cost-plus  basis.  Since  their  incentives 
are  presumably  to  maximixe  profits,  what  incentives  are  there  to  keep 
tlie  costs  do'wn?  VIhat  kind  of  incentives  could  be  devised? 

1 1 1- 9 E ffectiveness  of  Con tractor  Incentives 

Current  Incentives  are  based  on  the  supposition  of  profit  ma-ximixing 
firms.  Do  th.eso  firms  indeed  profit  iriyimixe?  If  not,  are  t lie 


p.-iri-2 


3 ucTut:  ivc'S  based  on  profit  maxirai  zat  Ion  of  focLivi?  V.'hat,  otliet  ini-cn- 
tiv.s  could  be  used?  Are  finus  constrained  by  short-run  profit 
max imi xat ion? 


r 


111-10  Rellabi  li  ty  Tinproveniont  Wttrrantv 

A current  program  which  vtas  just  initiated  requires  contractoi's  to 
provide  a warranty  and  pays  a premiuin  for  the  additional  reliability. 

If  the  system  breaks  down,  the  contractor  warrants  that  he  will  fix  it. 
How  should  you  pi'ice  such  a warranty?  How  do  you  balance  the  risk 
between  industry  and  the  governincnt?  How  do  you  measure  the  effec- 
tiveness of  a reliability  imijroveraent  warranty  system? 

II  I-  11  Ef  fects  of  Onions  ojn  Contractors 

Wliat  effect  do  union  contracts  with  defense  contractors  have  on  contract 
overruns?  Are  lock-in  aspects  of  govettiment  contracts  fair  to  con- 
tractors faced  with  union  escalators?  Could  such  effects  be  I'rcdictcd? 
Could  compensations  be  written  in  to  government  procure. icu t cintracts? 


I V-  ] J nj:’ i ' >1 1 

Many  curront;  fon-.:al  and  informal  ineoutivts  v.’ithin  the  Air  Forte  run 
counter  to  established  policies.  Is  it  possible  to  ider;tiiy  these 
perverse  iucenti.ves?  Once  they  are  identified,  is  it  possib.K'  to 
measure  tlie  cost  of  maintaining;  the  incentives  versus  the  I'enefit  to 
I be  obtained  by  changing  policies?  What  are  optimuiii  incentive  policies? 

1 V-  2 ^ iJj'lilL'L  C.ost  Coiisc  i ousness  s J jyi 

I VUiat  motivations  could  be  given  to  convince  engineers  to  pro\ide  lo..- 

cost  programs?  Since  perfon.iancc  requiiv-incnts  get  locl'ed  in  early  in 
program  devel  opiiieut , before  design  and  cost  implications  become  ap- 
parent, how  do  you  anticipate  these  cost  factors  enrl.y  enough  to  affect 
performance  requi rements? 

IV- 3 Di cn’n 1 1 ve  .Systems  For  ^nag^rs 

UHiat  is  tliO  most  efficient  method  of  providing  incentives  to  iii.an.tgcrs 
to  operate  at  least  cost?  How  do  you  get  managers  It/  operate  as 
"profit  inaxini  7,ers"  with  no  profit?  How  do  you  get  managers  to  got 
over  the  "not  on  my  watch"  syndrone*? 

I V- 4 Wor k e r Moti vat i on 

How  do  you  keep  the  worker  who  changes  black  hone.s  r..oLl  v;)ted? 

IV- 5 Maintenance  Man-hour  Standards 

Current  standard.s  for  m.anning  are  bn.;.ed  on  hi.starica!  e>:per  it  ii.  u coti- 
cerning  how  long  it  takes  to  do  a given  job.  Hnwtver,  this  proces.''- 
can  he  a self-fulfilling  prophecy  since  ti  people  work  more  slevly  than 
they  could,  througli  poor  schedulin',  etc.,  the  staniiards  will  Is 

n- I V- 1 
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c\s  t :>b  ] islu'fi  bcistc!  on  those  lower  rr.ios. 


’.%'hal  are  thi-  bo^  t Tnethods 


to  set  realistic  standards? 

IV- 6 Mana^eneut  Structures 

Are  there  alternatives  to  pyramidal  management  !-;triictures?  What 

i 

applicability  do  they  have  at  various  levels,  cif  management?  What 
are  the  costs/benefits  of  alternatives?  Can  tliey  be  me.asuri-u?  Kow? 

IV- 7 Organ i zationnl  Uevel  opTiieiit 

I 

) 

. Traditionally  the  Air  I'orce  h.as  operated  with  a p^-ramidal  orga;;i  rat  i t n . 

Recently  ASU  has  adopted  a matrix  organisation.  What  is  the  best  way 
to  transitin;  from  one  orga.’iizat  ionnl  strurturi  to  another?  Ih.w  c;.n 
the  transition  be  accomplished  in  a manner  vthich  not  onl>  :.;uke.s  ptopl'- 
comfortable  with  the  new  linos  of  cominunicat i on , but  makes  then  more 
effective  as  well? 

I V-  8 Ad  m iai  istratio  a 

VJhat  is  necessniy  administrative  and  clerical  work?  Are  ;il  1 the  files 
v/hi.ch  are  kept  cost  effective?  How  can  the  costs  and  benefits  of 
admlni.strative  personnel,  be  measured? 

I V-  9 FdjiJbtK;  ial  /^8t_a_t  in',  t ica  1 Reporting 

Wtiat  is  the  least  cost  mctiiod  of  disseminating  statistics  to  Air  Force 
components?  Full  reporting?  Reporting  by  exception?  What  are  the 
methods  to  measure  relative  costs/benefits?  Wliat  are  advantages  of 
localized,  regionalized  and  national  data  base  maintenance  and  reporting. 

IV- 10  Ai  r Force  /.i  countjng_  8y_st^j:i^ 

Should  the  <\ir  F'orce  have  a cost  accounting  system?  Kliat  are  the  ci'.'.s 

h-IV-2 


of  suL'h  a sysLen? 


What  funr l i ons  dov's  it  -ia  .»■  do  vuvi  'u'  ■ 

the  hoaefits?  What  aro  infornatinn  costa? 

] V- 1 1 And i t 1 U a|^t;  i r r.Ls 

Itow  much  auditing  Is  cuiough?  !)oes  the  vaiue  justify  the  cost?  Is 
the  current  philosophy  "nore  is  bettor?" 

IV-  1 2 Eva]  uat  i on  of  Current  .-Mr  Force  Econon:ic  Anaiysis  Program 

'Ib.e  Air  Force  currently  has  a program  designed  to  build  economic 
analysis  into  all  decisions  processes.  Is  it  v.’oiking?  How  effective 
is  it?  What  improvements  could  be  made  in  t!iC  program?  Do  decision 
makers  use  the  analysis?  If  not,  v;hy  not?  How  could  this  be  iitprovod? 
What  is  the  quality  of  the  analysis?  Would  creation  of  a separate  eco- 
nomic analysis  agency  for  the  Air  Force  he  cost  effective? 

1 V- 1 3 Program  Evalu a_^io n 

W'iiat  is  the  best  w'ay  to  evaluate  on-going  military  programs?  Hov;  can 
interactions  of  programs  be  included  in  program  evaluations? 

I V- 1 4 ]lan_a_g ement  Improvement  _S_u est i qii_s 

With  a pyramidal  organization  ideas  and  techniques  tend  to  flow  from 
the  top  to  the  bottom,  even  tliougii  the  day  to  day  contact  tv'ith  prob- 
lems is  at  the  lower  levels  of  organization.  How  do  you  insure  that 
the  flow  of  information  from  the  bottom  to  the  top  exists  and  expands? 
How  mucii  should  lower  level  workers  participate  in  management  decision 
processes?-  How  can  the  flow  of  information  botween  OSD  and  the  ser- 
vices be  improved? 
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]V-i5  Ut  il  i /'.aLlon  of  Lessons  Learned 


How  do  you  insure  that  lessons  learned  in  design  as  well  as  r.an'igenii  nt 
of  one  system  are.  transferred  to  future  systems?  What  kind  of  informa- 
tion system  could  be  developed  which  would  avoid  repetition  of  mistakes? 


IV- 16  ConniLinication  of  Economic  Ch.oices  to  To;>  M-anagc rs 

Basic  economic  choices  are  made  by  top  leaders  (generals),  '■.’hat  is  the 
best  way  to  portray  the  alternatives  to  economically  uneducatc'd  mana- 
gers and  still  preserve  the  essence  of  the  econor.iic  factors  involved? 
Could  generals  be  educated?  Lliat  would  the.  cost  be?  l-Tould  it  Le  worth 
it?  Are  there  alternatives? 

I n f^rrnia t i on  Retrieval 

The  Air  Force  currently  does  not  really  know  what  things  cost,  particu- 
larly operations  and  support  co.sts.  One  m.ajor  problem  is  in  retrieval 
of  information,  llhat  is  the  best  method  of  acquiring,  storing,  ard 
retrieving  information?  What  quality  can  be  given  up  to  save  cos;l  of 
such  a system? 

« 

Gener al ist  vs.  Sp eci allst 

The  current  career  progression  program  for  officers  is  based  on  the 
concept  of  the  generalist.  "Every  man  can  become  ciiief  of  staff." 

What  are  the  costs  and  benefits  of  such  a philosophy?  What  variables 
should  be  included  in  such  an  analysis?  Wiat  is  the  value  of  intensive 
experience  relative  to  extensive  e.\'perience? 

Promo  H_on_  _Sy  3 terns 

The  current  promotion  system  is  an  "up-or-out"  syolen.  What  are  ihe 

B-lV-4 


IV- 17 


IV- 18 


IV- 19 


costs  of  such  a .system?  Do  the  bi_actits  outv.'eiy.h  the  costr.?  Wl.at  art- 
alternative  promotion  .syslisns?  U'hat  would  be  the  costs  and  benefits? 

1 V-  2 0 Pc'no  S r ivv 

Klint  is  the  manpower  pool?  l.'hat  skills  are  available  and  where?  In 
which  market  can  specific  types  of  officer  carid idates  be  found? 

I V-  2 1 J1  e t ention 

Wiiat  are  the  major  factor.'?  v.diich  motivate  people  to  stay  in  the  .Air 
Force?  Are  the-  factors  different  for  high  talc-iit  people?  l.’liat  is  the 
value  of  meeting  personal  desires  about  a.ssignment,  in  retent  ion?  I'/l.at 
value  do  fringe  benefits  imparl?  Are  th.ese  factors  quantifiable  in  a 
common  unit  of  measure? 

lV-22  ImprovoTnont  of  pay  system.'? 

What  incentives  arc  ncces.sary  to  insure  proper  skill  mix?  Can  extra 
compensation  provide  .scarce,  skills?  How  much?  Can  this  be  mea.sured? 
Wliat  are  equity  considerations  in  providing  skill  pay?  Are  there  costs? 

IV- 2 3 Management  Manpower  Requirements 

How  do  you  determine  how  many  managers  are  optimal?  VHiat  relation  does 
thi.s  have  to  organizational  structure?  Are  there  structures  t.’hich 
could  do  the  job  but  vrith  less  manpovtcr  tied  up  in  management? 

IV- 24  Depreciation 

Should  Air  Force  a.sset.s  be  depreciated?  How?  Should  depreciation  be 
based  on  acquisition  cost  or  replacement  value?  Since  industry  depre- 
ciation theory  is  ba.scd  on  tax  structure,  can  t be  adapted  to  non- 
tax paying  gov'.'n’ment  usage? 


B-IV-5 


I V-  2 5 l_nd  u_s  t r i ,■  i ] Fund  i n j.-, 

V.'liat  rypt-s  of  activities  couid  be  profitably  indiistriai  funded  v.-itiiuut 
affecting  mission  accompi  ishiaents?  What  ki:i'!s  of  safeguards  c -'ilti  be 
necessary?  i-ihat  kinds  of  incentive  structure'  could  liave  to  be  Ir 
into  sucli  programs? 

I V-  2 6 a_t  tiff ' ‘ i 1!  Li  on  of  run  d_s 

Are  tliere  costs  to  cornpartmenting  funds  at  operating  levels?  Kov  ra  i 
they  be  coniputed,  (e.g.,  different  accounts  for  TDY,  pay,  ope  rat  i ■■•i , 
etc. )? 

I V- 2 7 AiJif cation  o f Spare  Parts  Funds 

What  criteiia  should  be  used  to  allocate  funds  among  various  categories 
of  spare  parts?  BeLvtecn  weapons  systems?  (Currently  using  backorders-- 
v;ould  it  be  better  to  use  NORS,  or  some  other  criterion?) 

IV- 2 8 Industrial  Stock  Fund  Pricing 

VJliat  types  of  accounting  systeins  should  be  used  in  stock- fund  pricing 
to  assure  that  funds  are  not  depleted  prematurcily?  Fil‘0  or  LIFO  etc.? 
How  should  catalogues  be  updated  to  avoid  lags  in  pricing? 

IV- 2 9 Asset  Valuation 

How  can  current  Air  Force  assets  be  valued?  Is  there  bei'.efii  to  balance 
sheet  analysis  for  the  Air  Force? 


IV-30  Differentiation  Betv/ecn  Productivitv  and  Inflation 
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inc  i:t;asc;s  ;ind  Jnflationary  i atrcasc-s?  How  do  you  avoid  double  couatiau, 
of  iufiaLionary  f.ictors  in  conputing  paynwnUs  on  co;;r-p.lus  coni  raoL'f.? 

IV- 31  Koadinenss 

How  do  you  build  the  coiicejit  of  readiness  into  logistic  considevat  J oiis 
when  the  primary  motives  are  for  lev;  cost?  How  do  you  split  up  work 
done  at  depot  level  and  locally  fro:.,  both  a cost  point  of  view  and  a 
readiness  point  of  vie-w?  How  do  you  quantify  readiness? 

IV- 32  Time  Involvfd  Budgeting  Cycle 

The  present  PP15  cycle  is  a cumbersorae  and  Uime-consuriii ng  process.  Often, 
due  to  the  time  involved,  programs  are  overtaken  by  event.s.  What  is  thc- 
best  way  to  reduce  the  time  involved?  Is  the  PIT>  system  as  it  no',.'  enir.ts 
most  efficient?  Hiiat  improvements  could  be  made? 

IV-33  Capital-labor  Trade-offs 

Are  there,  methods  to  measure  the  value  of  capital  replacement  of  labor? 
What  are  relative  costs  and  benefits  of  "throw-away"  versus  "repair" 
maintenance  programs? 

IV- 34  Philo.sophy  of  Manpower 

Current  manpower  philosophy  is  based  on  the  assumption  that  eveiything 
winch  relates  to  com.bat  or  combat  support  should  be  done  by  r-ilit.nry 
per.sonncl  and  all  other  things  by  civilians.  1s  this  indeed  con.si.-tent 
with  national  policy?  Is  it  consistent  with  current  militaw  require- 
ments? Does  tlie  increasing  economic  squeeze  on  budgcl.s  r.ilit.aio  for 
a change  in  this  ba.sic  philosophy?  Should  civilians  bo  p' rforrjng 
more  "military"  duties? 
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lV-35  VaLu'.  of  Free-  ('vcrtiiuo 


Most  luililary  nambers  cemsis  Lout  !y  w^tk  o'.\rti:K’  vftli  no  pay,  Maji- 
power  all.ocaLions  ar<j  made  based  on  a rocop.ni  Lior.  that  this  overti7i;e 
is  consisLontly  worked.  What  is  the  value  of  ihij  "free"  overtiiue? 
Ate  there  hidden  costs  in  requiring;  '.'li'itccry  n:e:,beis  to  work  overtime 
without  pay?  Are  there  beijcfits  to  r.oinbers  (c.;’.,  ovei  sea;,  vhere 
workers  v;ould  rather  worli  than  be  idle)?  Should  :nanpo‘..'er  allocations 
be  based  on  an  overtime  factor? 


I V-  3 6 lie  a dquarters  Productivity 

Over  the  last  several  years  there  has  Leer,  continual  presr.urc  to  dectcase 
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the  number  of  people  in  headquarters.  Have  their  cuts  caused  a deter-  ij 

li 

loratJon  in  management  provided  by  the  headquarters?  Are  r.anagers 

'i 


spread  to  thin?  Are.  they  trying  to  over-manage?  Are  there  oigani- 

I 

j 

zational  changes  which  could  be  made  v/liich  would  provide  better  manage-  f 

I 

merit  v;ith  fewer  people?  \.hat  is  an  optimal  headquarters  manpeer  level?  \ 


V-1  Micro  Lstinaie?; 

How  do  you  predict  budget  levels  for  future  planiiing  of  progr.nus?  for 
weapons?  What  effect  does  this  have  ou  R & D?  How  can  you  predict  out' 
year  R & D budget  figures? 

2 L'couotiic  Cy _a nd  Hnli.stt.eiit 

Historically  theri’  fias  been  an  inverse  relationship  berwcL'i  t'ne  business 
cycle,  and  tiilitary  recruiting  (i.e.,  wlion  the  economy  is  on  tlie  up.sv.’ing , 
recruiting  becomes  more  difficult  and  vice  vtrsa).  Is  it  possible  to 
predict  the  business  cycle  in  ordi_r  to  make  recruiting  plans?  Are  thoe 
alternatives  wliich  would  provide  the  necessary  information  without 
relying  on  economic  cycles?  What  are  tliey  and  l.ow  could  tliey  be  cap- 
tured? Is  it  possible  to  predict  viitii  accuracy  the  supply  of  enlistce.s? 

V-3 

Many  Air  Force  programs  wliich  affect  people  are  long  lead-time  programs 
(e.g.,  medical  personnel  and  facilities).  Is  there  some  way  in  whicli 
future  demand  for  personnel  could  bo.  projected?  What  variaiiles  could 
be  used?  Are  they  measurable?  How  accurate  have  previous  projections 
been  and  in  tlie  case  of  error,  what  was  the  problem?  Could  it  be 
corrected  in  future  projections?  Hov;  could  personnel  planning  factors 
be  included  in  weapons  systems  decisions? 

V-4  Manpower  Modeling 

Current  manpower  models  arc  cumbersome  and  subjective.  What  variable.^ 
should  be  used  to  predict  manpower  requirements?  Are  there  special 
variables  foi  special  types  of  manpower  (e.g.,  scientific  and  tcciinical. 


should  be  included?  Is  rhiTC  a method  of  objectively  i.easuring  rc^M  irch 
manpower  requirements? 


V-5  Expenditure  Koreensting  Model 

There  are  time  lags  between  initiation  and  coimnitment  to  programs  and 
obligation  of  funds.  There  are  additional  lags  between  obligation  and 
actual  expenditures.  It  is  essential  for  proper  budget  management  to 
know  t!ie  length  of  these  lags,  but  there  is  currently  no  method  of  pre- 
diciting  the  lag.  Could  such  a prediction  ti:odel  be  built?  What  would 
be  the  variables? 

V- 6 Pricc-esc ^1  atlon  I iid  1 02^ 

Current  estimates  of  price  escalation  are  achieved  at  a micro  level 
measuring  historical  data  on  labor,  materials,  and  overhead  as  related 
specifically  to  airframe,  avionics,  and  engines  for  each  type  of  air- 
craft and  manufacturer.  The  weighting  of  such  measures  is  subjective. 
Is  there  a better  method  of  weighting?  What  errors  are  built  into 
the  present  system  and  how  large  are  they?  Could  a better  index  be 
obtained  by  using  some  gross  index?  Predicted  future  rales  arc  only 
good  for  two  years  and  after  that  a flat  4%  is  used.  Is  there  a better 
method? 

V- 7 Surge  Ca a c i ty  of  the  Tndustria  1 Ease 

How  much  surge  capacity  is  necessary  for  the  mill tary/industrial  base 
in  the  context  of  the  present  military  situation?  Is  sui.h  a capacity 
available?  WTiere  are  the  weaknesses?  How  could  they  be  overcome? 

V-8  Li fe-cyc Ic  Cost  Goals 


Life-cycle  cost  goal.s  are  historically  based.  Is  there  a method  which 


would  ullovs’  you  to  predict  future  tocluioloi'.iu.s  v;hicli  would  a]  lev  irorc 
realistic  goals?  Ho-w  rouid  thi.s  be  done? 

V--9  Identification  of  0|ierat  ional  Regui  ren.ents 

How  can  operators  dci  a better  job  of  defining  Required  Operationt:! 
Capabilities  (ROC)?  V.’hat  ir.etbod  should  be  used  to  incorporite  cost/ 
performance  trade-offs  into  the  HOC?  How  can  logistic  considerations 
be  included  in  ROCs? 

V-10  Aircraft  Attriti on 

Requirements  for  aircraft  are  partially  based  on  models  predicting 
accident  rates.  Tiicse  mode  ls  tetid  to  he  rather  simplistic  aiid  do  rot 
predict  very  well.  One  of  the  major  factors  leading  to  tiiis  error  is 
the  intioductio’i  of  new  aircraft  u’hicJi  are  unlike  existing  airciaft  on 
which  the  model  is  based.  Is  there  a better  way  to  predict  aircrafi 
accidents;?  Is  there  a v;ay  to  iiiclude  tlic  effects  of  new,  untested 
aircraft?  V.’bat  variable  should  be  includc:d  in  such  a model? 


V- 1 1 L o gi^^t i_c s r.stl mat e ^ Requ i rciae. n 

How  is  the  best  way  to  estimate  monetary  requirements  for  the  logistics 
necessary  for  future  weapons  systems?  How  arc  long  lead-time  requi rt'- 
ments  estimated? 


V-12  Parts  jmd  Maintenance  Regui rements 

How  can  we  project  requirements  for  parts  and  maintenance?  Currently 
there  is  a discussion  as  to  wliother  to  use  hours  flown  or  sorties.  Arc 
either  of  these  the  best?  Are  there  others  which  night  be  better? 


B-V-3 
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V-13  Resource'  IMiorillef.  Tor  Surge-  Jvorui  '- 


How  do  you  establish  piioritics  for  rose  ui  cos  to  nioet  surj;c 
What  criteria  do  you  use  to  doLortiine  those  priorities?  tiow  cun  you 
optinizo  given  the  existing  budget  const  raiiits? 

V-  J 4 Force  a sj_i  ng  Civiii  ;ui_  d o^b_J^^  sp_e  e ij~ 

One  of  the  n.ajor  factors  deten.iining  leteation  of  both  officers  .and 
enlisted  men  is  the  civilian  job  alternatives.  Job  availability  also 
affeetr  recruiting.  Is  it  possible  to  predict  the  future  civilian  job 
market  in  specific  professions  and  skills?  How  detailed  should  such  a 
projection  be?  What  would  be  the  variables? 

V- 1 3 *15 

What  is  the  effect  of  European  contractors  on  future  logisttic  backup 
for  new  systems  wl.icli  arc  jointly  produced  by  l.'ATO  allies?  Wliat 
effects  do  the  economic  and  political  factors  present  in  these  countries 
have?  What  kind^3  of  trade-offs  arc  neccr..,ary? 

V-16  Foreign  lltlitary  Fe.los  Effects  oii^_LogJ_^_i_c_s 

What  are  the  effects  of  expanded  foreign  nilitary  .sales  on  future  U.S. 
logistics  requirements?  Is  there  a necessity  to  protect  future  U.S. 
logistics  support  by  curtailing  ovcr-comraitment  of  contractors  to 
foreign  requests? 

V- 1 7 Inter n aj'io nal  Cont r a cts 

W’iiat  are  the  effects  of  foreign  inflation  rates  which  arc  different 
from  U.S.  rates  on  international  contracts?  Can  rates  be  predicted? 


V-18  Curroiicv  Flow 


The  production  of  the  F-16  wili  be  carried  out  by  five  different 
countries;  producing  different  parts.  V.'hat  effect  will  changing  cur- 
rency flovrs  h.ave  on  contractual  agreements,  budgetary  planning,  etc.? 
Is  It  posrsible  to  predict  currency  oxhangc  rate  fluctuations?  Haw 
can  probl  C'.'.ii  caused  by  fluctuations  be  overcoire? 

V-19  U.S.  Effects  on  Foreign  Economy 

V.'hat  are  tlie  macro-economic  effects;  of  U.S.  .spetiding  in  foreign  coun- 
tires? Multiplier?  Should  there  be  quid  pro  quo?  How  could  this  he 
computed? 
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Interviews  were  conducted  witli  Air  Force  decision-makers  and  analysts  ol  all 
ranks  and  from  all  levels  of  organization.  Tlie  purpose  was  to  ascertain  the  basii 
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el  feet iveness  of  programs,  in  measuring  costs,  in  determining  the  most  ellective 
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make  projections,  and  in  selecting  criteria  by  which  to  judge  programs.  A 
number  of  questions  posed  appear  answerable  by  the  research  community. 


